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SUBJECT: MAJOR PROJECT: NUCLEAR POWER PLANT 

REF: (A) STATE 068582; (B) ANKARA 2084 

1 . IN RESPONSE TO EMBASSY'S REQUEST REFTEL (B) 

WESTINGHOUSE HAS PROVIDED FOLLOWING STATEMENT FROM A 
PRECIS IT HAS WRITTEN REGARDING TURKEY S NUCLEAR POWER 
PLANT. 

QUOTE: ONE PROBLEM FOR AMERICAN SUPPLIERS, WHICH APPLIES 
BOTH TO THIS PROJECT AND MANY OTHERS, IS THE REQUIREMENT 
THAT BOTH BID AND PERFORMANCE BONDS BE IN THE FORM OF BANK 
GUARANTEES. IT IS THE PRACTICE IN THE UNITED STATES TO 
ISSUE SURETY BONDS RATHER THAN BANK GUARANTEES FOR THIS 
PURPOSE. A SURETY BOND WAS ACCEPTED IN A PREVIOUS 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 STATE 078007 

WESTINGHOUSE CONTRACT FOR A CONVENTIONAL POWER PLANT AT 
AMBARLI. HOWEVER, THIS ACCEPTANCE DOES NOT SEEM TO HAVE 
ESTABLISHED A PRECEDENT. SURETY BONDS BRING TO BEAR ON THE 
PERFORMANCE OF A CONTRACT THE FINANCIAL RESOURCES OF NOT 
ONLY THE PROJECT SUPPLIER BUT ALSO THOSE OF THE SURETY 
COMPANY, WHICH THEREFORE TAKES AN ACTIVE ROLE IN ASSURING 
SATISFACTORY EXECUTION OF THE CONTRACT. THE SURETY COMPANY 
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ONLY ISSUES ITS BOND AFTER IT REVIEWS THE CAPABILITY OF 
THE SUPPLIER AND THE FEASIBILITY OF THE PROJECT. 

REGARDING THE USE OF BANK GUARANTEES. U.S. BANKING 
REGULATIONS COUNT SUCH GUARANTEES AGAINST BOTH THE 

BANK'S LENDING LIMIT AND THE BORROWING POWER OF THE 
SUPPLIER. SUCH COSTLY PENALTIES MUST BE REFLECTED IN THE 
PRICE QUOTED TO THE CUSTOMER; SURETY BONDS ARE NOT 
SIMILARLY RESTRICTED AND THEIR LOWER COST IS PASSED ALONG 

BY THE SUPPLIER TO THE CUSTOMER. IT IS FELT THAT TEK AND 
OTHER TURKISH CUSTOMERS WOULD BENEFIT FROM AN ACCEPTANCE 
OF SURETY BONDS. EVEN IF SUCH ACCEPTANCE NECESSITATES A 
MODIFICATION OF GOVERNMENT PURCHASING AND FINANCING 
REGULATIONS. UNQUOTE. 

2. HOPE THIS MATERIAL WILL ENABLE EMBASSY TO APPROACH 
TURKISH AUTHORITIES AND PROMOTE THE USE OF SURETY BOND 
RATHER THAN BANK GUARANTEE. VANCE 
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